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SUBJECT: HKG INTEREST IN KWANGTUNG OIL RESOURCES 

SUMMARY. HKG OFFICER CALLED ON CONGEN SEEKING INFORMATION ABOUT 
PRC OIL ACTIVITY AND RESOURCES IN KWANGTUN PROVINCE. THE 
REASON FOR HIS INTEREST IS THAT A LOCAL BUSINESSMAN HAS 
REQUESTED HKG APPROVAL TO DRILL FOR OIL IN HK TERRITORIAL 
WATERS. HKG WISHES TO DISCOURAGE SUCH A VENTURE BECAUSE OF 
POTENTIAL FOR CONFLICT WITH PRC AND IS BASING ITS POSITION ON 
GEOLOGICAL ESTIMATES THAT NO OIL EXISTS IN HONG KONG. END 
SUMMARY 

1. CHARLES DRACE FRANCIS, ASSISTANT POLITICAL ADVISOR TO THE 
HONG KONG GOVERNMENT, CALLED ON GONGENOFF MAY 30 TO SEEK 
INFORMATION ABOUT OIL RESERVES AND PRODUCTION IN KWANGTUNG 
PROVINCE. ASSISTANT POLAD'S INTEREST IN THE SUBJECT WAS 
OCCASIONED BY THE EFFORTS OF A LOCAL ENTREPRENEUR-CONSULTANT, 

ONE MR. MAY, TO OBTAIN HKG APPROVAL TO DRILL FOR OIL OFFSHORE 
IN HK TERRITORIAL WATERS. MAY (ABOUT WHOM FRANCIS PROFESSED 
TO KNOW NO OTHER DETAILS) IS BASING HIS APPEAL ON THE LIKELI 
HOOD THAT REPORTED PETROLEUM RESOURCES IN KWANGTUNG MAY EXTEND 
INTO THE HONG KONG AREA. 
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2. FRANCIS DESCRIBED THE INFORMATION AS SENSITIVE. ONE MAIN 
PROBLEM IS THAT HONG KONG’S TERRITORIAL WATERS ARE NOT WELL 
DEFINED AND THE HKG IS NOT EAGER TO HAVE THE SUBJECT BECOME 
AS ISSUE WITH THE PRC ESPECIALLY IF PETROLEUM OVERTONES ARE 
PRESENT. HE SAID THE OFFICIAL HKG POSITION, BASED ON ' OFFICIAL 
GEOLOGICAL ESTIMATES," IS THAT THERE ARE NO OIL RESOURCES IN 
HONG KONG. 

3. THE GIST OF OUR REPLY TO FRANCIS WAS THAT ECONOMICALLY 
VIABLE OIL RESOURCES HAD APPARENTLY BEEN FOUND AT SANSHUI 
NEAR CANTON. BUT OTHER THAN LOW LEVEL RUMORS THAT THE FIELD'S 
RESERVES ARE ESTIMATED TO BE AT THE TACHING LEVEL OR GREATER, 
LITTLE HARD INTELLIGENCE EXISTS ABOUT THE FIND. OTHER 
INDICATIONS OF REPORTED PRC PLANS TO CONSTRUCT A PETROCHEMICAL 
COMPLEX/PETROLEUM REFINERY IN THE CANTON AREA SUPPORT THE 
IMPRESSION THAT PETROLEUM RESOURCES IN THE AREA ARE SIGNIFI- 
CANT. AS OTHER SIGNS OF INCREASED PETROLEUM ACTIVITY IN 

THE AREA WE POINTED TO (A) THE MAOMING SHALE OIL COMPLEX, 

(B) THE CHANCHIANG OIL PORT AND (C) THE CONSTRUCTION OF A RAIL 
LINE FROM MAOMING TO CANTON VIC SANSHUI. 

4. IN RESPONSE TO HIS QUESTION, WE NOTED THAT PRC OFFSHORE 
EXPLORATION ACTIVITY HAS BEEN LARGELY CONFINED TO THE AREA 
SOUTH OF HAINAN ISLAND TOWARD AND AMONG THE PARACELS, ALTHOUGH 
SOME EXPLORATION MAY HAVE TAKEN PLACE OFF THE LEI CHOU 
PENINSULA. 
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